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Abstract 
Based on existing literature, this paper provides a conceptual review of ethnic 
entrepreneurship with a specific focus on ethnic Pakistani start-up motives and so 
will provide an update of the advancements made in the area of ethnic minority 
entrepreneurship (EMEs). Ethnic Pakistanis are leading the entrepreneurship and 
self-employment trends in Britain and so there is the need to develop an in-depth 
study of this ethnic group, to understand the propensity, key drivers and theory 
supporting their attitudes towards entrepreneurship. An exploration will be made 
towards highlighting two key areas: 1) Cultural Factors and 2) External Factors. 
This paper is part of a doctoral research project and will specifically focus on a 
variety of Push and Pull factors such as culture/religion, social networks and 
capital, racism and discrimination, sojourners and settlers, ethnic enclaves, and 
regulations of the host-nation . An exploration of these will provide a general 
overview of key elements which are being discussed in the area of ethnic 
entrepreneurship. For example, the Push and Pull theory highlighting positive 
factors such as: independence, financial freedom, and flexibility of work will be 
explored alongside negative factors such as: discrimination, inability to find suitable 
employment, blocked upward mobility, unemployment etc.      
 
Introduction  
Over the past twenty years there has been a rapid growth in ethnic minority 
businesses in the UK with over 50% of start-up businesses and 7% of SMEs 
belonging to ethnic owners (NatWest, 2000). Foreign migrants are more likely to be 
involved and participate in self employment and/or entrepreneurial activities in 
comparison to the indigenous population (GROS, 2004, OECD, 2010). As statistics 
from Scandinavia, France, Belgium, Britain, Central Europe and Eastern Europe all 
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highlight these differences. Migrants can provide solutions to demographic pressures, 
new sources of demand and entrepreneurship. Self employed migrants also tend to 
hire seasonal workers, part-time and occasional staff. (OECD, 2010) 
According to the Office of National Statistics (2006) the greatest amount of 
entrepreneurial activity in Britain stems from ethnic immigrants belonging to 
Pakistani ancestry. Pakistanis are found to be the most active ethnic group in the 
communication and transport sectors in the British economy. This is influenced by 
entrepreneurial chains of trading experiences of ethnic migrants drawing from 
previous experiences and support of community members inviting them into the 
same industry (Boyd, 1989, Clark and Drinkwater, 2000). Black Caribbeans, 
Pakistanis, and Bangladeshis are least likely to have professional occupations 
according to the Office of National Statistics (1999). 
Pakistani and Bangladeshi ethnics have 24% self employment rate which makes 
these two ethnic groups the most entrepreneurial and interesting (ONS, 2001; Clark 
and Drinkwater 2010) in comparison to other ethnic groups residing in Britain. Burns 
(2007) cites the work of Global Entrepreneurship Monitor (1999) which believes that 
ethnic minorities have a more positive attitude towards entrepreneurship than the 
native community; therefore, ethnic Pakistanis and Bangladeshis are most likely to 
be involved in starting self-employed businesses. Clark and Drinkwater (2010) used 
the term self-employed to measure entrepreneurial activity across various ethnic 
groups in their research. Ethnic entrepreneurship cannot be categorised as a 
homogenous group due to the difference in culture, geographical, logistical, and 
socio-economic backgrounds. (Masurel et al, 2002) 
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include providing a definition of ethnic entrepreneurship, the differences between 
sojourners and settlers, historical overview of Pakistan and Pakistani migration to 
Britain, ethnic enclaves, social capital, discrimination and racism, cultural factors 
including religion, and the regulations of the host nation. The mixed embeddedness 
approach will be discussed in the following paper due to substantial literature 
associated in this field.  
 
Defining Ethnic Minority Businesses and Entrepreneurs 
Cambridge International English dictionary (1995:462) states "An entrepreneur is a 
person who attempts to make a profit by starting their own company or by operating 
alone in the business world especially when it involves taking risks." According to 
Burns (2007:11) there is no universal definition of an entrepreneur as there are many 
different views such as “Entrepreneurs use innovation to exploit or create change and 
opportunity for the purpose of making profit. They do this by shifting economics 
resources from an area of lower productivity in an area of higher productivity and 
greater yield, accepting a high degree of risk and uncertainty in doing so.” Kirzner 
(1973:56) believes “an entrepreneur has the ability to spot profitable opportunities 
for exchange. Acting as a middleman the entrepreneur uses the asymmetry of 
information and knowledge in a specific market as resources to make profits.” 
According to the Lines et al (2004) believes "an entrepreneur is an individual with a 
flair for business opportunities and risk taking. The term is often used to describe a 
person with the entrepreneurial spirit to set up a new business." Fry (1983) defining 
entrepreneurship as “an individual who launches a venture and or significantly 
improves it through innovative means.” 
Cantillon (1755) suggest through an economic perspective that entrepreneurs are 
motivated through profit. Whereas, Knight (1921) believes entrepreneurs are 
individuals who desire to take risks and adventures. Kirzner (1973) believes that 
individuals which possess greater access to knowledge and/or information exploit it 
to their advantage thus, leading them into entrepreneurship. Schumpeter (1934) 
provides an addition to the simple economist perspective and provides an additional 
dimension of psychological factors to understand the motives of entrepreneurs. He 
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believes the importance to introduce new products, processes, institutional 
arrangements, and exploiting new export markets or new source of supply and their 
desire to innovate are also key drivers. He believed that these actions could possibly 
be motivated for profit, non profit or to be a leader in an ‘industrial manor’.  
Shapero (1971) believes that entrepreneurs are influenced towards business entry and 
form companies due to displacements, redundancy, forced migration, 
credibility/social acceptability, the availability of financial/technical resources. 
Casson (1991) extends that it is the desire for respect and increase self esteem as they 
can use their judgement and utilise their access to information. 
Sonfield (2005) states ethnic businesses are those which are owned by minority 
disadvantaged groups. This definition is rather vague as all communities may not be 
disadvantaged. Therefore, Lassalle’s (2008) definition is more appropriate. In 
relation to ethnicity an ethnic entrepreneur is defined by skin colour, minority status, 
religion or cultural background that has ancestral roots in a different nation from the 
individual’s home nation. The link between nationality and ethnicity is a complex 
area to define due to the issues of generational differences within ethnic minorities.  
(Lassalle, 2008).  
 
Historical overview of Pakistan and Pakistani Migration  
Pakistan is located in South Asia with a population of approximately 116 million 
(World Bank, 2010). Pakistan and Bangladesh were previously part of Greater India 
which was under the rule of the British Empire. (Siddiqui, 1990). In 1947, 
independence was declared for a Muslim state in which Pakistani’s held five 
provinces which are Punjab, Sindh, Balochistan, North-West Province (Waziristan), 
and Azad Kashmir. Economically, the Indian subcontinent was affected by mass 
poverty created by British colonial policy in which the majority lacked basic 
essentials i.e. food, clothing, medicine, education etc. Many couldn’t survive as 38% 
to 40% of the populations incomes were below subsistence level (Siddiqui, 1990). 
Migrants/Refugees from the Indian subcontinent (Pakistani, Bangladeshi, and 
Indians) were invited to Britain after the Second World War due to the labour 
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shortages within the British industry in between 1956-1968. The selection of 
migrants was influenced due to the British colonial relationship with the Indian sub-
continent prior to 1947 in which the sub continent gained independence from The 
British Raj (Basu, 1998).  The migrants primarily worked in the textile industry of 
Britain. Following this period ethnic South Asians faced many obstacles/barriers, 
which were due to a lack of knowledge in the British market to start their own 
businesses following deindustrialisation (Barret et al, 2002). Even though these 
immigrants had arrived penniless (Werbner, 1990, Basu, 1998) and have established 
businesses in such competitive environments shows that risk taking and 
entrepreneurship is deep rooted within their culture and is reinforced by their self-
employment ability (Basu, 1998).  Many South Asians were recruited into low paid 
employment industries and as the engineering and textile industries began to suffer 
restructuring, it lead to job losses providing South Asians to pursue the self-
employment opportunity. (Jones et al , 1989). Storey and Johnson (1987) believe that 
this pattern of unemployment and self-employment applies in general regardless of 
ethnicities.  Asian businesses proliferation are concentrated in industries and sectors 
with low barriers to entry and where the struggle for survival was largely dependent 
on co-ethnic customers, long working hours, and unpaid or poorly paid family 
labour. (Barrett et al, 1996) 
The colonial history of the nation and the sharing of a common language can 
influence the type of immigration, for example, the United Kingdom has a large 
influx of Pakistani and Indians. “The country of origin can have important 
implications for entrepreneurship because different cultures may be more 
predisposed to entrepreneurial activity.” (OECD, 2010:18). The majority of 
Pakistanis that arrived to work in the textile industry were of Kashmiri descent. 
Many of them came to Britain due to economic poverty and were known for being 
uncivilised and illiterate. They came with the intention to earn as much money as 
possible from Britain and to return back to Kashmir. Kashmiris represent the 
majority of first generation immigrants from Pakistan and still reside mostly in cities 
that were involved in textile production. Kashmiris are different from other Pakistani 
groups due to their difference in language, symbolic culture which differ their ethnic 
values in comparison to other Pakistani groups. In comparison to Kashmiris, Punjabi 
Pakistanis are far less represented in Britain and have more resentment as they are 
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more educated and possess greater leadership abilities within the community 
(Chaudhary, 2007). To understand the difference between these two communities is 
extremely important as there are significant cultural and symbolic differences 
between these groups and which can be as different as one nation to another.  
 
Sojourners and Settlers 
Bonachich (1973) divides immigrants into two categories of sojourners and settlers. 
He believes that sojourners are more likely to be involved in entrepreneurial activity 
rather than settlers as their thrift and hard work would result in achieving their long 
term goals and helping them to return back to their homeland. Sojourners have high 
levels of internal solidarity among fellow sojourners which supports them to compete 
with the host society. However, all sojourner entrepreneurial ethnic groups are not 
equally entrepreneurial or in unity.  
Altinay (2008) extends the differences in relation to ethnicity that settlers focus on 
developing long term business strategies/initiatives in which residing and gaining 
host-nation nationalities eases the start up process as it offers legality to work and 
employ from the co-ethnic labour pool. Sojourners focus on earning as much money 
as possible with a short term perspective and invest their wealth in their homeland to 
return back and so, using the host-nation marketplace to improve their status and 
respect.   
 
Culture and Religion 
Hostede’s cultural dimensions theory (1990) provides an insight of cultural values 
held by different nationalities. Rafiq (1992:46) “Culture is important in any 
discussion of entrepreneurship as it can determine the attitudes of individuals 
towards entrepreneurship. Certain cultural intuitions may facilitate or hinder entry 
into entrepreneurship.” This provides the need to understand the theory of cultural 
dimensions in application to Pakistanis as it reflects to some extent the general values 
of the ethnic group. Hofstede (1990) believes culture is “a collective programming of 
the mind which distinguishes the members of one group or category of people from 
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another”. When approaching first generation Pakistanis for research, it is important 
to understand their culture as there is a cultural difference between the first and 
second generation ethnics due to the integration of English society and culture upon 
ethnic Pakistani’s (Basu and Goswami, 1999).     
Hofstede cultural dimensions theory (1990) integrates five factors which are based 
on power distance, individualism, masculinity, uncertainty avoidance and long term 
orientation.  The power distance for Pakistani’s believes that power is distributed 
unequally in society. Pakistanis believe in collectivism as they prefer to work in 
larger groups which are composed of tight networks including the family in which it 
is essential to take care of members within their group that they can trust. The 
personal relations prevail over individualistic behaviour. Pakistani’s are also known 
for being assertive, competitive and highly achieving success which enforces a 
masculine society. They seek rewards which are financially rewarding and have 
greater concerns over their social prestige and status.  Pakistanis score highly in the 
uncertainty avoidance index as they prefer strict rules, procedures and give a high 
level of importance towards loyalty. However; Pakistanis score very low in long term 
orientation which emphasises the need of stability, protecting face, respecting 
traditions, trust, and greeting co-ethnics with favours and gifts (Burns, 2007).   
Even though academics have critiqued Hofstede’s theory as culture is dynamic and is 
changing due to a multiple factors in the home and host nation which may affect the 
ethnic and immigrant society as a whole. This theory can be helpful as it provides 
some relevance towards the immigrant group rather than the ethnic Pakistanis due to 
partial assimilation of society which may have changed some norms and values. In 
addition, many other cultural theories have not yet provided the required depth and 
comparative results in comparison to Hofstede’s research which strengthens the 
suitability of engaging such factors in developing a general understanding of 
Pakistani culture.  
Specific cultural ramifications (Masurel et al, 2002) and predispositions (OECD, 
2010) may influence the attitude and behaviour of the ethnic group as this may 
influence risk aversion and trust between members of the ethnic community. 
Migrants that belong to a community possessing an entrepreneurial culture are more 
inclined towards entrepreneurship as they import their entrepreneurial ambitions for 
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greater economic opportunities and tend to be comparatively more independent, 
ambitious, and less risk averse than the indigenous population of the host nation. 
(OECD, 2010) This view is argued by Werbner (1999) that the culture of 
entrepreneurship in an ethnic community has been supported by communication, 
competition, and exchange is formed by the social environment in the host society 
rather than the homeland origins of the community.  
Basu (1998) believes that it’s a commonly held view that the success of Asian 
businesses is due to cultural attributes such as long working hours and 
reliance/exploitation of family labour. Soar (1991) believes that such resources act as 
an internal mechanism which provides a competitive edge towards other ethnic 
businesses. Patel (1989) believes that the Asians use their cultural resources, such as 
hard work, persistence, flexibility and motivation to their advantage enhancing their 
competitiveness.  
Waldinger et al (1990) and Werbner (1990) cited Dhaliwal and Kangis (2006) 
believe that the first generation of immigrants used their cultural factors towards 
their successes. These cultural factors included hard-work ethic, thrift, and family 
labour which led to a competitive advantage. However, it is argued by Ram (1994), 
Metcalf et al (1996), Basu and Goswami (1999) that such cultural detriments may 
restrict the growth of such enterprises due to their focus on informal finances and co-
ethnic communities. Ram and Jones (1998) and Dhaliwal (2003) related pull factors 
for entrepreneurship as the desire for greater degree of independence, to receive 
maximum rewards for their efforts and to take advantage of cohesive family 
structures and strategies.  
Rafiq (1992) compared Muslim businesses to non Muslim businesses in Bradford. 
The studies suggested that non-Muslim businesses were more successful. However, 
Rafiq (1992) suggested that this is possibly due to his studies being based to lower 
socio-economic class differences between the two groups which are rooted towards 
cultural divergences.  Brown (2000) and Rafiq (1992) suggested that due to the 
reluctance of Muslim businessmen in employing their spouses, this led to hindrances 
of capital accumulation and family budget which restricted their opportunity towards 
successful entrepreneurship.  Basu and Altinay (2002) criticises Rafiq (1992) for 
failing to recognise the diversity among Muslim enterprises. This does raise the 
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question of religious practicing and non-practicing Muslims who will have different 
perceptions towards business and that research being based only in a limited 
geographical location of Bradford, which possesses a large majority of Kashmiri’s 
would be inappropriate .  
Metcalf et al (1996) believe that Indian businesses were more successful than 
Pakistani businesses which is due to Pakistanis not employing profitable resources 
due to their religion and cultural values which does not allow Pakistanis to gain 
formal education, bank loans due to the prohibition of interest in Islam, and use of 
females in their business. Basu and Altinay (2002) contradict the research of Metcalf 
et al (1996) as they found that Muslim businesses were more likely to borrow from 
banks compared to non-Muslim businesses if alternative sources are unavailable. 
Muslims would also serve alcohol and use females or their spouses if essential for 
the business.  Werbner (1990) research on first generation Pakistani immigrants in 
the textile industry of Manchester found that even though female spouses were 
economically inactive, Muslim businessmen were still competent enough to raise 
capital through extended family networks. As Pakistani immigrants and ethnics are 
able to choose from a suitable co-ethnic labour pool within their community rather 
than female members of the family does not support any reason to justify low human 
capital accumulation.    
Badawi (2000) translates a verse from the Quran which stated that women are 
allowed to work if it is a necessity. This highlights that even though religion to some 
extent influences and shapes the culture, it cannot replace national culture and 
values.  Basu and Altinay (2002) suggest that such restrictions are cultural or 
traditional rather than religious.  The PSI survey cited Werbner  (1999:571) states 
“PSI survey in stressing the failure of Pakistani and Bangladeshis is implicitly to 
highlight the possible negative impact of anti-Islamic cultural racism, Muslims are 
forced by islamaphobia to go into business; but Indians choose to do so.”  
 
Social Network and Capital      
Saunders and Nee (1996) cited in Siquiera (2006) classes the family of the migrants 
as a source of social capital which is due to the solid personal ties and collective 
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interest which they possess as they act as a financial and labour resource. The family 
becomes a social organisation which supports the start-up and establishment of the 
enterprise through tangible products such as labour and intangible products such as 
encouragement and solidarity.  
Lee et al (1997) cited Masurel et al (2002) believes that the success of ethnic firms is 
attributed towards social resources i.e. rotating credits, labour sources, and a 
protected market.   Immigrants form cohesive social networks in the host nation with 
fellow co-ethnics facilitating key factors which include a reliable supply base, 
customer base, mentoring, support, knowledge, and capital from the social network 
which may provide support for entrepreneurial endeavours. The ethnic social 
network could possibly be formed due to a lack of understanding the culture and 
regulations which could encourage business relationships and trade within the 
network (OECD, 2010). Masurel et al (2002) believes the ethnic social cultural 
network is supported through mutual trust and social bonds which provides the 
exchange of information, business practices, more than average loyalty between 
enterprise and their customers leading to ethnic specific customer relationships. More 
specifically, it can provide an uncomplicated and flexible channel to the recruitment 
of personnel and acquisition informal financial capital.  
Werbner (1990) study on Pakistani’s businesses in Manchester’s clothing trade 
highlighted the role of social capital and found that a high level of trust can be 
facilitated by the extending credit, acting as a guarantor, and accelerate transactions 
which are supported through family ties evoking moral bonds which are specific to 
the members of the network and may exclude outsiders. 
The social network may possess critical ethnic related structures and attributes which 
may provide a potential comparative advantage to start new economic activity. (Van 
Delft et al, 2000 cited Masurel et al, 2002). Ram (1992) believes that the family and 
community play a key function in the operation of ethnic social networks in business. 
He believes that ethnic social networks are established and stimulated to overcome 
racial obstacles, to provide flexible sources of labour and managerial discipline.  
Massurel et al (2002) acknowledges previous studies which highlight the 
significance of traditional cultural attributes which shape the entrepreneurial spirit 
and practice. The studies of (Bates, 1997, Deakins et al, 1997, Van Delft et al, 2000, 
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Light and Bhacku, 1993, and Deakins, 1996) have been conducted on various 
constraints/barriers in relation to the start-up process, survival strategies, role of 
policy support, and impact of socio-cultural support networks.  
 
 
First Generation and Second Generation 
Clark and Drinkwater (2010) state the increasing rate of UK born ethnics in Britain 
may find employment less attractive than the first generation. However, Dhaliwal 
and Kangis (2006) believe that as the first generation of ethnics were influenced to 
start-up businesses attributed to push factors, the second generation are influenced 
primarily through pull factors as they are able to exploit and take advantage of 
possible opportunities in the host nation. Ram (1992), Dhaliwal and Amin (1995), 
Ram and Jones (1998) and Dhaliwal (2000) studies all support that second 
generation ethnics have been able to use a range of factors to their advantages such 
as knowledge of languages, culture, ethnic business contacts, and the co-ethnic 
community rather than self-employment being a last resort.  However, it would be 
interesting to see if pull factors are supporting second generation ethnic Pakistanis in 
practice due to the increasing racism against Muslims as they may be as likely to face 
discrimination as their first generation ancestors in the 1970’s, 1980’s and so on.   
Dhaliwal and Kangis (2006) believe that regardless of the generational differences, 
second generation entrepreneurs still pursue working long hours, low added value 
activities, low growth businesses and are dependent on their family networks and 
finances. The research also found that Asian males receive encouragement from the 
co-ethnic community and their families which supports that culture has a bearing on 
their decision to entrepreneurship. 
 
Ethnic enclaves 
Ram (1994) argues that ethnic social networks are formed due to discrimination from 
the host society. The networks consist of family and the co-ethnic community which 
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acts as means to escape the possibilities of being racially discriminated and use the 
network as flexible source of labour and managerial discipline.  
Ethnic enclaves are composed of small business networks which provide a collective 
value of achievement which is a measure of success. Ethnic enclave economies are 
networked spaces which are embedded in industries with a particular focus on 
objects in terms of product/distribution. The ethnic movement in the industry 
generates credit relations and a growing understanding which leads to the creation of 
an enclave economy (Werbner 1990, 1999). However, the positions in enclaves do 
not require any formal training and from the enclave they manage to gain success 
and build their fortunes of success. Entrepreneurial chains, social networks, credit, 
and savings led to the creation of the clothing ethnic enclave. The enclave expanded 
through credit, and experience, despite co-ethnic competition. However, the ethnic 
enclave did not consist of trust nor solidarity but competition. The ethnic enclave 
economy means when ethnic entrepreneurs cluster in industries which manufacture 
particular types of goods. (Werbner 1999:560) 
 
Discrimination and Racism  
Discrimination from the host society has also been at the forefront of the argument 
on understanding the motives and drivers of ethnic entrepreneurship.  Ishaq et al 
(2010) cites the view of Cashmore (1996) that racism became more apparent since 
1960s due to the large influx of immigrants. Jones et al (1992) believes that in the 
1970s, contracting job market created barriers leaving Asians with a choice to be 
either unemployed or self-employed. Barrett et al (2002) cited the view of Brah 
(1996) that it is a combination of racism and deindustrialisation which lead to a large 
increase of self-employment among ethnic groups as industries started to downsize 
due to competitive pressures. Storey (1991) believes that the recession in the 1980’s 
influenced self-employment as it would bring some financial gains which is 
comparatively better than being unemployed. In application to South Asians, Ram 
(1992), ignores cultural factors and believes that the first generation of South Asians 
were pushed into self-employment due to labour market jobs losses and they used 
self-employment as a means to survive. Basu and Altinay (2002), Clark and 
Drinkwater (2000) and Metcalf et al (1996) believed that specific cultural factors and 
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racial discrimination in availability of suitable employment in the host society 
stimulates high rates of ethnic self-employment.  
Racism is not just a factor of the past, Hussain and Miller (2006) cited  (Ishaq et al, 
2010) found that the impact of terrorist attacks in New York (9/11) and the London 
Bombings have also triggered verbal, physical abuse and racism even further. More 
recently, Ishaq et al (2010) conducted research on ethnic small businesses which 
were more likely to be discriminated than native businesses, and considers racism as 
an occupational hazard. Even though the terrorist attacks and London bombings may 
also have had an impact on ethnic and more specifically on Muslim businesses in 
Britain, other factors such as the Iraq war, Afghanistan war, and an image portrayed 
by the Western media about the negativity of Islamic faith would have also had an 
influence to some extent in stimulating racial discrimination in the host-society.  
Clark and Drinkwater (2010) believes that Pakistanis are confronted with racial 
discrimination in paid employment and earning which pushes them into self-
employment. This may also be due to the cultural factors which could be connected 
to their residential locations. Smallbone et al (1999) cited in Basu and Altinay (2002) 
confirms that in comparison to Sikh (Indians), Pakistani’s are confronted with more 
racial discrimination in the labour market due to living with Shariah Islamic values 
and their reluctance to integrate with Western society.   
Racial harassment against Muslims in Britain has also been increasing and exposed 
to a certain extent, but the racial obstacles aren’t only subject to the host-society 
population towards business owners, but also towards Muslim colleagues working in 
multicultural and diverse workplace. BBC online (2008) reported that a Muslim 
employee was stripped naked and tied to a railing, forced to eat bacon which is 
prohibited to consume in Islam, clothes set on fire whilst wearing them, and then 
hosed with cold water whilst being filmed on a mobile phone by native British 
colleagues. Such disgusting racial harassment would certainly have some impact on 
first and second generation ethnics’ mentality to push them towards possessing 
limited contact and assimilation with the host-nation culture and possibly increase 
their propensity towards entrepreneurship rather than paid employment.  
Jones et al (1992) and Ram (1994) cited Basu and Altinay (2002) believe that South 
Asian migrants became self-employed due to the host labour market discrimination 
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by providing low paid employment and blocking ‘upward mobility’ therefore, 
pushing them into self employment for economic necessity (Auster and Aldrich 
1984, Dhaliwal and Kangis, 2006, Clark and Drinkwater, 2010).  This is also 
supported by Abbott (1997), Ishaq and Hussain (2001) and Modood et al (1998) who 
argued that racism existed in many British sectors such as health, education, 
unformed services and society. Smallbone et al (1999) cited Basu and Altinay (2002) 
found that in comparison to Sikh (Indians), Pakistanis are more likely to be 
discriminated against due to living with Shariah Islamic values reducing their 
integration with Western society and are pushed into self-employment due to 
unemployment (Modood et al, 1997).  Clark and Drinkwater (2010) research found 
that Pakistanis are most likely to be discriminated against in paid employment and 
earnings which also could be due to cultural factors connected to their residential 
locations. Ram and Jones (2007) and Jones and Ram (2010) believe that such 
barriers could become possibly opportunities which lead to entrepreneurial 
endeavour through the “ghettoization of immigrants”.  
In contrast, Aldrich et al (1981, 1984), McEvoy et al (1982) and Jones et al (1994) 
provide an extension of the term described as ‘blocked upward mobility’, arguing 
that self-employment is used as an alternative to escape from racial discrimination, 
low status jobs and unemployment in the host labour market. Jones et al (1994) 
believes that people establish businesses as a damage limitation initiative to avoid 
unemployment, regardless of their ethnicity.   
Discrimination has not only been found in the host-society but also in the British 
credit market for being intuitionally racist which believe that British banks are for 
‘white people’. (Barett (1999), Deakins et al (1995), Jones et al (1994) cited in 
Barrett et al (2002). Basu and Altinay (2002) research contradicted Metcalf et al 
(1996) stating that Muslim businesses were more likely to borrow from banks than 
non-Muslim businesses and would make exceptions of serving alcohol and use 
female spouses if essential to their business.  
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Regulations of the host-nation  
Barrett et al (2001) state ethnic minority self employment in Britain is higher than 
Europe and this gap cannot be explained simply by ethno-cultural disparities as it is 
more likely to stem through vital differences in political/legal regimes and economic 
structural conditions. Barrett et al (2002) cited the work of Collins et al (1995), Light 
and Rosenstein, 1995, Razin and Langlois (1996), Ram and Jones (1998) Barrett et 
al (2001) stating that the nature of national economic regulatory regimes can either 
create or block market space which also affects ethnic entrepreneurs as they are more 
commonly found in deregulated Anglo-Saxon economies than European states.  
Klapper et al (2006) found through a cross country comparison in Europe that the 
nature of regulations in the host country can encourage or deter entrepreneurship as 
regulations can impose higher costs in starting a business. OECD (2010) states the 
cost of such regulations could be higher for migrants due to being unfamiliar with the 
regulations and laws of the host nation.  
Ardagna and Lusardi (2008) argue that one of the primary determinants of 
entrepreneurship is the regulation in the host country as it determines the level of 
ease or difficulty to enter a market, contract enforcement and access to capital which 
can have a deep effect on the entrepreneurial decision and possibly take over the 
individuals’ personal characteristics. Immigrants can be affected by regulation on 
entry and contract enforcement which can become oppressive and enhance the fear 
of failure in business ventures. For example, USA has tough laws on bankruptcy 
means which means that entrepreneurs can be subjected to punishment for failing in 
business ventures, or, Germany’s law stating that any subject that has declared 
bankruptcy cannot become a CEO for any company. (OECD, 2010). 
OECD (2010) believes an ethnic group which has been subject to discrimination 
could also result in a culture of entrepreneurship in their community. For example, 
the Jews in Europe being forbidden access to enter guilds lead to a strong lenience 
towards developing entrepreneurial traditions, on the other hand, Black Americans 
being subject to Jim Crow laws in the United States which prohibited business 
ownership also could explain their attitudes towards entrepreneurship so formulating 
a cultural value explaining their low propensity towards entrepreneurship. (OECD, 
2010)   
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Conclusion 
Following a review of some key factors which have been identified as push and pull 
factors shows the importance of a greater understanding of ethnic SMEs as they are 
influenced by different rewarding characteristics and which are different from native 
entrepreneurship and enterprise. Ishaq et al (2002) believes that the government 
needs to realise that social inclusion is very important as such communities are an 
important part of the local community and have the right for fair representation in 
British society. Academics have realised that there is a need for more in-depth 
studies in to various areas of ethnic entrepreneurship as this will help develop 
support policies appropriate to ethnic groups. A more comprehensive review will be 
undertaken as part of the literature for the PhD thesis which will include many other 
factors which are currently outside the parameters for this paper such as the mixed 
embeddedness approach, role of education, respect, role-models, ethnic products and 
services, support initiatives for EMEs, the relationship between country of origin and 
the host society, family work history, language barriers, language support, and many 
other contributors.   
 
 
 
 
 
 
 
 
 
 
18 
 
REFERENCES 
Abbott, D. (1997) Racism is real. Nursing Standard 13 (17): 17 
Altinay, L. (2008). The relationship between an entrepreneur’s culture and the 
entrepreneurial behaviour of the firm. Journal of Small Business and Enterprise 
Development. 15 (1), 111-125. 
Altinay, L and Basu. A. (2002). The interaction between culture and 
entrepreneurship in London’s immigrant businesses, International Journal of 
Entrepreneurial Behaviour and Research 8 (4), 176-179 
Ardagna, S, Lusardi, A (2008) Explaining International Differences in 
Entrepreneurship: The Role of Individual Characteristics and Regulatory Constraints, 
NBER Working Paper 14012. 
Auster, E and Aldrich, H (1984) Small business vulnerability, ethnic enclaves and 
Ethnic Enterprise in R.Ward and R.Jenkins (eds.) Ethnic Segregation in Cities, 
London: Croom Helm 
Badawi, J.A. (2000). The Status of Woman in Islam. Coventry: IPCI, pp.14 
Barrett, G.A. (1999) Overcoming the obstacles? Access to bank finance for African-
Caribbean enterprise, Journal of ethnic and Migration studies, 25 (2) pp.303-322 
Barret, G, Jones, T, McEnvoy, D, McGoldrick, C. (2002). The economic 
embeddedness of immigrant enterprise in Britain. International Journal of 
Entrepreneurial Behaviour and Research. 8 (2), 11-27. 
Basu, A. (1998). An Exploration of Entrepreneurial Activity among Asian Small 
Businesses in Britain. Small Business Economics, 10 (4), 313-326. 
Basu, A, Altinay, E (2000) An exploratory study of Turkish Cypriot Small 
Businesses in Britain, Small Business Economics 10(4): 313-326 
Basu, A, Goswami, A. (1999). Determinants of South Asian Entrepreneurial Growth 
in Britain: A Multivariate Analysis. Small Business Economics. 13 (4), 57-69. 
BBC . (2008). Colleagues jailed for race abuse. Available: Colleagues jailed for race 
abuse. Available at http://news.bbc.co.uk/1/hi/england/west_midlands/7352935.stm  
Date of Access 21st January 2011.  
Bonachich , E (1973) A theory of Middleman Minorities, American Sociological 
Review 38 (5): 583-94 
Brah, A. (1996) Cartographies of Diaspora, Routledge, London cited in Barret, G, 
Jones, T, McEnvoy, D, McGoldrick, C. (2002). The economic embeddedness of 
immigrant enterprise in Britain. International Journal of Entrepreneurial Behaviour 
and Research. 8 (2), 11-27. 
Boyd, M. (1989). Self employment entry across industry groups. Journal of Business 
Venturing. 10 (2), 145 
19 
 
Brown, S. M., (2000). Religion and economic activity in the South Asian population. 
Ethnic and Racial Studies 23 (6), 1035-1061. 
Burns, P (2007). Entrepreneurship and Small Business. 2nd Ed. New York: Palgrave 
Macmillan. 98-121. 
Cantillon, R (1755) Essai sur la nature du commerce en general, edited and translated 
by H.Higgs (1973), London: Macmillan 
Cashmore, E (1996) Dictionary of Race and Ethnic Relations, 4th edn, London: 
Routledge cited Ishaq, M, Hussain, A, Whittam, G. (2010). Racism: A barrier to 
entry? Experiences of small ethnic minority retail businesses. International Small 
Business Journal. 28 (4), 362-377.  
Casson, M (1991). The Entrepreneur: An Economic Theory. London: Gregg 
Revivals. pp.43-54 
Chaudhary, S. (2007). Identity of Kashmiri's. [online] Available at: 
http://www.countercurrents.org/choudhry280807.htm. [Accessed 30 July 2010 at 
19.21.] 
Clark, K, Drinkwater, S. (2010). Recent trends in minority ethnic entrepreneurship in 
Britain. International Small Business Journal. 28 (2), 136-146. 
Collins, J, Gibson, K, Alcorso, C, Castles, S, Tait, D (1995), A shop Full of Dreams, 
Ethnic Small Business in Australia, Pluto Press, Leichhardt. 
Dhaliwal, S. (2003) Engaging with the Black and Minority Ethnic Business 
Community paper presented at ICSB Conference, Belfast 
 
Dhaliwal, S. (2000), ‘‘Asian female entrepreneurs and women in business – an 
exploratory 
study’’, Enterprise and Innovation Management Studies, Vol. 1 No. 2, pp. 207-16. 
 
Dhaliwal, S. and Amin, V. (1995), Profiles of Five Asian Entrepreneurs, Rohampton 
Institute, 
London. 
Dhaliwal, S, Kangis, P (2006) Asians in the UK: Gender, generations and enterprise. 
Equal Opportunities International 25 (2) 92-108 
Deakins, D. (1996). Entrepreneurship and Small Firms. Maidenhead:McGraw-Hill. 
 
Deakins, D., Ishaq, M., Smallbone, D., Whittam, G. and Wyper, J. (2005) Minority 
Ethnic Enterprise in Scotland: a national scoping study, Edinburgh: Scottish 
Executive Social Research 
Delft, H.Van, Gorter, C and Nijkamp, P (2000) in search of ethnic entrepreneurship 
opportunities in the city. Environment and Planning C 18 (4): 429-451 
Fry, F.L. (1993) Entrepreneurship: A Planning Approach, West, Minneapolis/St Paul  
20 
 
Global Entrepreneurship Monitor, (2003), London, London Business School. Cited 
in: Burns, P (2007). Entrepreneurship and Small Business. 2nd Ed. New York: 
Palgrave Macmillan. 21 
GROS (2004) General Registry Office for Scotland Interim 2001 Census Analysis. 
Edinburgh: GROS 
Hofstede, G (1991) Cultures and organisations: Software of the Mind: Intercultural 
Cooperation and its importance for survival. Maidenhead: McGraw Hill.   
Hussain, A , Miller, W (2006) Multicultural Nationalism. Oxford: Oxford University 
Press cited Ishaq, M, Hussain, A, Whittam, G. (2010). Racism: A barrier to entry? 
Experiences of small ethnic minority retail businesses. International Small Business 
Journal. 28 (4), 362-377.  
Ishaq, M, Hussain, A, Whittam, G. (2010). Racism: A barrier to entry? Experiences 
of small ethnic minority retail businesses. International Small Business Journal. 28 
(4), 362-377.  
 
Jolly, C. (2004), Factors influencing ethnic minority business participation in 
national business support initiatives: A study of the hospitality industry. PhD Thesis, 
School of Management, University of Surrey. 
 
Jones, T, Cater, J, De Silva, P and McEvoy, D. (1989) Ethnic Business and 
Community Needs, Report to the Commission for Racial Equality, Liverpool 
Polytechnic, Liverpool.  
Jones, T, McEvoy, D. and Barrett, G. (1992) ‘Small Business Initiative: Ethnic 
Minority Business component’, International Journal of Entrepreneurial Behaviour 
and Research 3 (3) Pp.32-39 [online] Available at: Emerald Insight 
<http://emeraldinsight.com> {Accessed 19 January 2010] 
Jones, T, D, McEvoy, and G Barrat (1994) Labour intensive Practices in the Ethnic 
Minority Firm, In J.Atkinson and D.Story (eds.) Employment, the small Firm and the 
Labour Market, London: Routledge. 
Jones, T, D. McEvoy and G Barratt, (1992) Raising Finance for Ethnic Minority 
Firms, John Moores University, Liverpool.  
Jones, T, Ram, M, (2010) Ethnic variations on the small form labour process. 
International Small Business Journal 28(2):163-173 
Jones, T, McEvoy, D, Barrett, G (1992) Small Business Initiative: Ethnic Minority 
Component, Swindon, ESRC 
Kirzner, I. M. (1973). Competition and Entrepreneurship. Chicago: University of 
Chicago Press. 45-49 
Klapper,L, Laeven, L, Rajan, R (2006) Entry regulation as a barrier to 
entrepreneurship, Journal of financial Economics, Volume 82, Issue 3 December 
p591-629. 
21 
 
Knight, F (1961). Risk Uncertainty and Profit. 2nd ed. London: Kelley. 14 
Lasselle, P. (2008) Ethnic Minority Entrepreneurs: Communities, Social Capital, 
Actors' Strategies, Loughbourgh University. [online] Available at: http://www.social-
capital.net/showart.php?articleid=96 [Accessed 16 Apr 2010 at 15:58] 
Lee. Y.T, Cameroen, Schaeffer, Schmidt (1997) Ethnic Minority Small Business: A 
comparative analysis of restaurant in Denver. Urban Geography 18 (7) pp.591-621 
Light, I, Bachku (eds) (1993) Immigration and entrepreneurship, culture, capital and 
ethnic networks. New Brunswick NJ: Transaction Books. 
Light, I Rosenstein, C (1995) Race, Ethnicity and Entrepreneurship in Urban 
America, Aldine de Gruyter, New York NY. 
Lines, D, Marcouse, I, Martin, B (2004). The complete A-Z Business Studies 
Handbook. 2nd ed. Abingdon: Green Gate Publishing service. 86. 
Masurel, E, Nikmap, Tastan, M, Vindigni, (2002) Motivations and performance 
conditions for Ethnic Entrepreneurship, Growth and Change 33 (2) pp.238-260 
Metcalf, H., Modood, T. and Virdee, S. (1996), Asian Self-Employment: The 
Interaction of Culture and Economics, Policy Studies Institute, London. 
Modood, T, Berthoud, R, Lakey, J, Nazroo, J, Smith, P, Virdee, S, Beishon, S 
(1997). Ethnic Minorities in Britain: Diversity and Disadvantage. London: Policy 
Studies Institute. 122-129.  
Modood, T, Beishon, S and Virdee, S (1998) Ethnic Minorities in Britain: Diversity 
and Disadvantage, London, Policy Studies Institute. 
Masurel, E, Nikpamp, P, Tastan, M, Vindigni, G. (2002). Motivations and 
Performance Conditions for Ethnic Entrepreneurship. Growth and Change. 33 (2), 
238-260. 
Natwest (2000) Ethnic Minority Business. London, National Westminster Banks. 
Office for National Statistics (2001) Labour market trends (109(1) London: Office 
for National Statistics 
OECD (2010), “Entrepreneurship and Migrants”, Report by the OECD Working 
Party on SMEs and Entrepreneurship, OECD. 
Office for National Statistics (2001). Labour Market Trends, 109 (1). London: Office 
for National Statistics..  
Office for National Statistics (1999). The Ethnic minority populations of Great 
Britain latest estimates. London: Office for National Statistics. 
Patel, S (1989) The nature and dynamics of Asian retailing in Britain, unpublished 
doctoral dissertation, Open University, Milton Keynes 
Ram, M (1992) Coping with racism: Asian employers in the inner city, Work, 
Employment and Society, 6(4) pp601-618 
22 
 
Ram, M. (1994). Managing to Survive: Working Lives in Small Firms. Oxford: 
Blackwell. Pp.14-23 cited Basu, A, Altinay, E (2000) An exploratory study of 
Turkish Cypriot Small Businesses in Britain, Small Business Economics 10(4): 313-
326 
Ram, M and Jones, T (2007) Ethnic Minority business: Developments in research 
and policy in Hafeez, K, McEvoy, D, Hooi, K (eds) Changing Faces of Ethnic 
Entrepreneurship, The University of Bradford Centre for Ethnic Entrepreneurship.  
Ram, M. and Jones, T. (1998), Ethnic Minorities in Business, Small Business 
Research Trust 
Report. 
Rafiq, M. (1992). Ethnicity and Enterprise, A comparison of Muslim and Non-
Muslim owned Asian businesses in Britain. New Community. 19 (1), 46. 
Razin, E, Langlois, A. (1996) Metropolitan characteristics and entrepreneurship 
among immigrants and ethnic groups in Canada, International Migration Review 30 
(3) pp703-727 
Sanders J, Nee V, (1996) Immigrant self-employment: The family as social capital 
and the value of human capital. American Sociological Review 61(2): 231–249. 
Schumpeter, J. A. (1934). The Theory of Economic Development. Cambridge: 
Harvard University Press. Cited: Basu, A. (1998). An Exploration of Entrepreneurial 
Activity among Asian Small Businesses in Britain. Small Business Economics, 10 
(4), 323. 
Shapero, A (1934). An Action Programme for Entrepreneurship. London: MDRR 
Press. 43-48. 
Siddiqui, K. (1990). Trends and Strains. New Delhi, India: Continental Publishing 
House. 58. 
Smallbone, D., Fadahunsi, A., Supri, S., and Paddison, A. (1999). The Diversity of 
Ethnic Minority Enterprises. Paper presented at the RENT XIII, London, November 
25-26. Cited Basu, A, Altinay, E (2000) An exploratory study of Turkish Cypriot 
Small Businesses in Britain, Small Business Economics 10(4): 313-326 
Sonfield, M. (2005). ‘A new definition of Minority Business: Lessons from the first 
four years’. Entrepreneurship and Regional Development. 17 (3), pp.224-233. 
[online] Available at: Informa World <http://informaworld.com> [Accessed 17th July 
2010] 
Storey, D, Johnson, S (1987) Job Generation and Labour Market Change, 
Macmillan, London.  
World Bank, Online available at http://data.worldbank.org/country/pakistan 
Fry, F.L. (1993) Entrepreneurship: A Planning Approach, West, Minneapolis/St Paul  
23 
 
Werbner, P. (1999), What colour ‘success’? Distorting value in studies of ethnic 
entrepreneurship. The Sociological Review, 47: 548–579 
Werbner, P. (1990), ‘‘Renewing an industrial past: British Pakistani entrepreneurship 
in Manchester’’, Migration, Vol. 8, pp. 7-41. 
 
